The Indian 


@ 
Ca a [ | National Interest 
Review 


No II | Feb 2008 


What Kautilya would say 


ALSO 

INDIA-AUSTRALIA RELATIONS 

A DISARMING ARGUMENT 

THE SRI LANKAN QUESTION 
IMPROVING BUSINESS FRIENDLINESS 
A WALK DOWN THE RED CORRIDOR 


Contents 


PERSPECTIVE 


2 Common interests Rory Medcalf 
Closer Australia-India relations need greater political will 


5 Adisarming argument Nitin Pai 
Non-proliferation isn’t working too well.Will disarmament fare 
better? 


7 Beyond marking time R Hariharan 
The problem with India's Sri Lanka policy is there is no common 
agreement on it 


10 Letters 
On sovereign wealth funds and West Bengal politics 


FILTER 


II African technology goes “brown”; Leaky Bottom; The new 
Big Three?; There is a story in the nuances 


IN DEPTH 


12 What Kautilya would say Balbir S Sihag 
Some aspects of the relevance of the Arthashastra in the contem- 
porary world 


ROUNDUP 


15 Getting ahead in the rankings Deepa Vasudevan & 

Mukul G Asher 
Many small things can make a big difference in business friendli- 
ness 


Rohit Pradhan & 
Pratik Mhatre 
Time to address urban transport in a holistic manner 


17 The Nano opportunity 


19 America’s command 
capitalism 
..and its economic consequences 


V Anantha Nageswaran 


BOOKS 


21 Down the Red Corridor Chandrahas Choudhury 
A review of Sudeep Chakravarti’s book Red Sun:Travels in Naxalite 
Country 


Note: We recommend that you print this magazine for the 
optimum reading experience. For best results set the paper 
size to A3 and print in booklet mode. 


Pragati 


The Indian National Interest Review 


No 11 | Feb 2008 


Published by The Indian National Interest - an independent 
community of individuals committed to increasing public awareness 
and education on strategic affairs, economic policy and governance. 


Advisory Panel 
Mukul G Asher 
V Anantha Nageswaran 
Sameer Wagle 
Sameer Jain 
Amey V Laud 


Editor 
Nitin Pai 


Editorial Support 
Priya Kadam 
Chandrachoodan Gopalakrishnan 


Acknowledgements 
C Raja Mohan 
Mint 


Contact: pragati@nationalinterest.in 
Subscription: http://pragati.nationalinterest.in/ 


Neither Pragati nor The Indian National Interest website are affiliated 
to any political party or platform. The views expressed in this publi- 
cation are personal opinions of the contributors and not those of 
their employers. 


© 2008 The Indian National Interest. Some rights reserved. 


This work is licensed under the Creative Commons Attribution 2.5 
India License. To view a copy of this _ license, visit 
http://creativecommons.org/ licenses/by/2.5/in/ or send a letter to Crea- 
tive Commons, 543 Howard Street, 5th Floor, San Francisco, Califor- 
nia, 94105, USA. 


Pragati accepts letters and unsolicited manuscripts. 


Editions 


Community Edition: Pragati (ISSN 0973-8460) is available for free 
download at http://pragati.nationalinterest.in/ - this edition may be 
freely distributed (in its complete form) via both electronic and non- 
electronic means. You are encouraged to share your copy with your 
local community. 


Commercial Edition: Pragati also offers an opportunity for entrepre- 
neurs to print and sell the publication on a commercial basis. A high- 
resolution high-quality edition is available upon request. 


a 
& 
x 
ra 
fe) 
ae 
oO 
3 
Te 
a4 
= 
3 
2 
° 
= 
a 


AUSTRALIA-INDIA RELATIONS 


PERSPECTIVE 


A closer engagement needs greater political will 


RORY MEDCALF 


AUSTRALIA AND India are logical strategic part- 
ners. Yet circumstances have obstructed their 
closer engagement. The next few years could see 
the breakthrough both countries need, but it will 
take sustained political will in both capitals. Oth- 
erwise, we risk seeing great expectations end with 
the diplomatic equivalent of a dropped catch. 


Trade, talk and people 

Trade is booming and the political rhetoric is 
right. The new Australian Labor government, 
elected in November, claims it wants to make the 
India relationship a priority. Foreign Minister Ste- 
phen Smith has spoken of India as the largest de- 
mocracy, a ‘very significant power’ and a neigh- 
bour in the region. 

Mr Smith and colleagues stress the potential of 
bilateral trade and investment ties. Already, India 
has rocketed up the ranks to become Australia’s 


fourth-largest export destination. Trade between 
the two countries is rising at 30 per cent a year, 
though the balance favours Australia, given Indian 
demand for its coal, gold and education. 
Meanwhile people-to-people ties are doing fine. 
Differences arise, whether over cricket controver- 
sies such as at the Second Test in Sydney or more 
political matters such as the previous Australian 
government’s detention of Indian doctor Moham- 
med Haneef. But with deepening interaction be- 
tween the two societies, such episodes are causing 
less damage than they might: a trend in the press 
and blog coverage (alongside the usual outdated 
mutual stereotypes) has been a growing recogni- 
tion in each country of plurality and fair- 
mindedness in the other. Indian immigration to 
Australia is helping in this regard. India is Austra- 
lia’s fastest growing source of migrants. Its skilled 
workers and fee-paying students are welcome ad- 
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ditions to Australia’s economic and social fabric. 
Not that this deal is one-sided: many Indians em- 
brace the opportunities Australia offers, and as an 
education destination for Indians it has overtaken 
the United Kingdom. 


The nuclear divide 

Yet something is missing. Until recently, a com- 
placency beset the Canberra-New Delhi relation- 
ship, not helped by a surfeit of speeches about 
how the shared gifts of democracy, rule of law, 
English language and cricket made us natural 
friends. The truth is that for much of the past 60 
years, the prospects for India-Australia ties were 
overshadowed by big global issues—the Cold War 
and nuclear non-proliferation—which divided us. 

The Cold War may be long gone, but our two 
countries are still working through the fallout of 
the nuclear divide. Under this, Australia cast itself 
as a leader in global efforts for arms control (de- 
spite its protection by the US nuclear umbrella) 
while India was cast as an outlaw from the Non- 
Proliferation Treaty (despite its in-principle sup- 


But the game went awry, not only because of 
the domestic difficulties the US-India deal has en- 
countered, but because of Australia’s change of 
government in November 2007. The new Labor 
Prime Minister, Kevin Rudd, has affirmed that 
Australia will not sell uranium to a non-NPT state. 
A cynic might suggest that India is the victim of 
internal processes in the Australian Labor Party: 
its Right wing has secured agreement from the 
Left to expand the country’s uranium mining in- 
dustry beyond a restrictive ‘three mines policy’; in 
return, a show of resolve was needed on non- 
proliferation. 

Some in India hold out hopes that Australia’s 
export policy is not set in stone—even though Mr 
Smith was unequivocal when he confirmed the no- 
sales stance to Indian special envoy Shyam Saran 
in January this year. Indian officials now interpret 
Canberra’s public hints that it won’t obstruct the 
US-India deal in the Nuclear Suppliers’ Group as 
meaning that Australia will also come round to 
allowing its own uranium sales. One day they may 
be right, since views in Canberra are doubtless 


A changed context in which both countries could see each other as part of the 
global nuclear solution, combined with a recognition that nuclear energy in 
India is part of the answer to climate change, could encourage a bipartisan 
consensus in Australia on allowing uranium sales to India. 


port for global nuclear disarmament). Australia’s 
leaders, officials and public have generally failed 
to comprehend why a country and its people in 
these enlightened times might see nuclear weap- 
ons as a source of pride and a net gain for security. 
India’s pro-nuclear constituencies, meanwhile, 
have been baffled by the Australian distaste for 
nuclear weapons (and energy), and some have 
wrongly put this down to an Anglo-centric racial 
double standard rather than genuine concerns 
about the risks of nuclear conflict and accident. 


Uranium? Not yet 

India’s economic and strategic rise and interna- 
tional responses such as the US-India nuclear deal 
offer scope for Australia and India to transcend 
residual differences on the nuclear front and to 
craft a strategic partnership. 

John Howard’s conservative government belat- 
edly saw the potential, and in 2007 agreed in prin- 
ciple to export uranium to India to help meet mas- 
sive energy needs. Australia holds the world’s 
largest uranium reserves, and a uranium supply 
relationship would be the most direct way to make 
it an indispensable partner to a rising India. 
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mixed—but the fledgling Rudd Government 
might want to be securely into its second three- 
year term before any shift, and would in the mean- 
time want to be able to demonstrate new levels of 
co-operation with India on arms control. 

This might include some unlikely but creative 
common initiatives such as lobbying all nuclear- 
armed states to take their weapons off alert, jointly 
policing Weapons of Mass Destruction (WMD)- 
related shipments at sea, or pushing for the nego- 
tiation of a verifiable treaty to ban the production 
of fissile material. 

A changed context in which both countries 
could see each other as part of the global nuclear 
solution, combined with a recognition that nuclear 
energy in India is part of the answer to climate 
change, could encourage a bipartisan consensus in 
Australia on allowing uranium sales to India. This 
would establish a pillar of that indispensability 
which Australia should seek in its relations with 
India, as it does with Asia’s other great powers. 

For now, though, both countries would do well 
to keep the uranium issue to one side. Both gov- 
ernments are pragmatic, and have many converg- 
ing interests to pursue. 


Strategic horizons 

Economically, there are obvious complemen- 
tarities of Australian resources and Indian labour, 
but also scope for Australia’s service industries to 
be a part of India’s economic, infrastructure and 
workforce transformation. Given the dismal pros- 
pects for global trade liberalisation, the idea of an 
Australia-India free trade agreement may gather 
its own logic and urgency. And the dependence of 
the Australian economy on trade and investment 
ties to Northeast Asia and the United States—with 
exposure to the socio-political brittleness of the 
China boom and possible contagion from Ameri- 
can financial woes—suggests that a growing share 
of business with India would be sensible diversifi- 
cation. 

Climate change is a fundamental global chal- 
lenge on which the new Australian government is 
keen to play a bridging role between developed 
and developing nations. Australia’s awkward 


The agenda is big, and will need diplomatic resources to match. Australia’s dip- 
lomats are overworked and have little reach into major Indian cities, while India 
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lateral exercises. Sensitivity about how China 
might see an imagined quadrilateral security ar- 
rangement should not preclude their accelerated 
co-operation. 

In information sharing, both countries need to 
acknowledge and exploit the other’s expertise. 
India should be candid with Australia in its intelli- 
gence on Pakistan and Afghanistan— where Aus- 
tralian troops are deployed—and should value 
Australian insights on Southeast Asia and terror- 
ism there. Both countries should develop the can- 
dour of friends in their strategic dialogues, frankly 
airing concerns, including to ensure that neither 
inadvertently harms the other’s interests through 
its arms sales and defence engagement with third 
parties. Above all, each needs to understand that 
the other’s strategic orientation is not one- 
dimensional: Australia is a US ally and India a 
now-favoured US partner, but both are also inde- 
pendent regional players. 


has long treated Australia as an adjunct to relations with ASEAN. 


situation—a coal exporter preaching environ- 
mental restraint—could become a diplomatic vir- 
tue: Canberra is more likely than most Western 
capitals to identify common ground on which In- 
dia, China, Japan and the West can go forward in 
post-Kyoto negotiations. 

On the strategic plane, the shared concerns in- 
clude: 

e ensuring the balance of power in Asia remains 
stable, even as it shifts: that US engagement 
endures, while regional and global structures 
accommodate a rising but not destabilisingly 
dominant China 

e protecting sea-lanes for energy and other trade 

e co-ordinating responses to natural disasters 
and climate change 

¢ countering terrorism and jihadist ideology in 
Pakistan, Afghanistan, Bangladesh and South- 
east Asia 

e ensuring constructive roles for India and 
China as military contributors to public goods 
in regional and global security. 

This needs deeper engagement involving de- 
fence and intelligence agencies. The Australian 
and Indian navies are steaming ahead here; they 
have a rapport, dialogues with an operational fo- 
cus, and shared experience in bilateral and multi- 


The agenda is big, and will need diplomatic 
resources to match. Australia has just opened a 
new chancery for its High Commission in New 
Delhi. But its diplomats are overworked, receive 
minimal or no training in Indian languages and 
cultures, and have little reach into India’s many 
booming states and cities beyond narrow trade 
offices in Mumbai and Chennai. Meanwhile In- 
dia’s busy representatives in Australia are too few 
to support much broader engagement. Back in 
South Block, an understaffed Ministry of External 
Affairs has long treated Australia as an adjunct to 
relations with ASEAN. This too must change. Aus- 
tralia’s weight and rare mix of qualities—the 
world’s 15th largest economy and 12th best- 
funded military, a huge resource supplier that is 
also a stable, modern and multicultural democra- 
cy—should make it a core part of any Indian ‘Look 
East’ policy. 


Rory Medcalf was an Australian diplomat in India from 
2000 to 2003. He now directs the international security 
program at the Lowy Institute for International Policy, 
in Sydney. He blogs at lowyinterpreter.org. 
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NUCLEAR WEAPONS & SECURITY 


dj 


Non-proliferation isn't working too well. Will disarmament fare better? 


NITIN PAI 


WITH REGARD to nuclear weapons in the world, 
there can only be two points of stable equilibri- 
um—either universal nuclear disarmament or uni- 
versal nuclear capability. The longer the world 
takes to move towards the first, the closer it will 
move towards the second. That is the real non- 
proliferation problem. 

Before asking whether and how nuclear prolif- 
eration can be halted it is first necessary to exam- 
ine whether universal disarmament can be made 
to work (even if this means the risk of conven- 
tional wars becomes greater). Current interna- 
tional initiatives to cut off the production of fissile 
materials and ban nuclear testing do nothing to 
further the cause of disarmament. They are at best 
half-measures that give an impression of progress 
without changing the incentives that make coun- 
tries go nuclear in the first place. 

The reality is that as long as some countries 
possess nuclear weapons and others don’t, the in- 
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centive to go nuclear will always exist. Only an 
initiative that commits all nuclear powers to an 
unambiguous reduction in warheads and materi- 
als within a fixed time frame, a regime of universal 
inspections to ensure compliance and an assured 
international commitment to militarily punish de- 
faulters will render disarmament efforts credible. 
The last time disarmament was seriously proposed 
at the highest international level was by Rajiv 
Gandhi in 1988. But the initiative didn’t interest 
the nuclear powers at that time. The subsequent 
extension of the flawed the non-proliferation treaty 
(NPT) to perpetuity sounded the death knell for 
disarmament. So too for non-proliferation. 


Two decades later 

Following an initial salvo in January 2007, some 
of America’s foremost strategic experts have at- 
tempted to rekindle the international debate over 
disarmament. Writing in the Wall Street Journal in 


January this year, Henry Kissinger, George Shultz, 
William Perry and Sam Nunn have gone beyond 
the vision thing and actually outlined policy direc- 
tions to achieve nuclear disarmament. 

Commenting on their proposal in the Times of 
India K Subrahmanyam noted that disarmament, 
non-use of nuclear weapons for warfighting and 
no-first use have been the longstanding hallmarks 
of India’s nuclear policy. Mr Subrahmanyam ar- 
gues that it is in India’s interests to participate in 
discussions that might arise from this new Ameri- 
can initiative. 

And why not? Maintaining a dynamic mini- 
mum credible deterrent is not inconsistent with 
India being an active participant in international 
discussions aimed at universal disarmament. 

But debating disarmament is not quite the same 
as implementing disarmament. Meanwhile the 
NPT has failed to prevent its signatories from pur- 
suing weapons programmes. Should we then rec- 
oncile to a world full of nuclear weapons? 


NPT++ 

For one thing, it is possible to make prolifera- 
tion much more difficult and painful. But the 
achievement of even this limited objective calls for 
a major departure from the existing non- 
proliferation dogma. The NPT only recognises as 
legitimate nuclear weapons states those countries 
that conducted nuclear explosions before 1969, an 
arbitrary year. Any improvement of the NPT must 
take into consideration the reality of states that 
have acquired the capacity since then. It must also 
strengthen the penalties for those who fail to com- 
ply with their treaty obligations. 

A straightforward way to deal with questions 
of “legitimacy” is to offer a one-time ‘amnesty’ in 
exchange for full disclosure. This implies states are 
given a chance to declare that they have nuclear 
weapons or capabilities. This would provide an 
opportunity for countries like India, Israel and 
Pakistan to join the mainstream as legitimate nu- 
clear powers, on condition that they fully disclose 
the mechanisms by which they circumvented the 
NPT regime. No one is likely to be spared embar- 
rassment. That’s why it might work. The best time 
to have a red face is when there are red faces all 
around. 

The most serious proliferation threat today 
comes from Pakistan’s activities, the full extent of 
which remains unknown. The danger will get 
worse the longer Pakistan remains outside the 
mainstream. However, bringing Pakistan in will 
not be easy, given its record, its ambitions and the 
nature of its polity. Still the promise of eventual 
‘legitimacy’ must remain on the table if the prob- 
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lems it created are to be tackled. Similarly, the 
prospect of an amnesty can provide alternative 
end-scenarios for the current luckless negotiations 
with North Korea and Iran. Or call their bluffs. 

But amnesties are effective only if they are one- 
off and backed by severe penalties for unconfessed 
defaulters. Currently, countries can unilaterally 
pull-out of the NPT assured of the fact that pun- 
ishment will be mild or even better, non- 
forthcoming. Post-amnesty enforcement cannot be 
similarly toothless. In addition to immediate and 
automatic referral to the United Nations Security 
Council, the enforcement mechanism must have a 
stronger commitment to the use of force. An en- 
forcement regime that is empowered to interdict 
suspicious shipments must be put in place. 


Maintaining a dynamic minimum 
credible deterrent is not inconsis- 
tent with India being an active par- 
ticipant in international discussions 
aimed at universal disarmament. 


Rendering nukes irrelevant 

But such measures only increase the costs of 
proliferation. Besides, the year 2010, for instance, is 
just as arbitrary as the year 1969. There is another, 
albeit more far-fetched way to weaken the incen- 
tives for seeking nuclear weapons in the first place. 
The basis of nuclear deterrence between adversar- 
ies is a survivable second strike capability that as- 
sures the attacker of unacceptable damage in re- 
sponse. Countries choose to develop nuclear 
weapons either to threaten or to deter a nuclear 
attack. But if existing nuclear powers jointly com- 
mit themselves to assured punitive second-strikes 
on any country that conducts a nuclear attack, 
then the basic incentive to develop nuclear weap- 
ons will be drastically weakened. 

An unacceptable penalty for their use will 
make nuclear weapons unusable and their devel- 
opment pointless. Even existing nuclear weapons 
will be rendered unusable. It will require a nuclear 
power to take on all others simultaneously. 

Realism, however, suggests that such unity and 
rules-based behaviour among countries will be 
most unlikely. In this respect it is comparable to 
universal disarmament. 
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If existing nuclear powers jointly 
commit themselves to an assured 
punitive second-strike on any coun- 
try that conducts a nuclear attack, 
then the basic incentive to develop 
nuclear weapons will be drastically 
weakened. 


Whither disarmament? 

The idea of getting states to proceed towards 
universal nuclear disarmament is contingent upon 
three things. First, not only the destination but the 
process of getting there should reflect geopolitical 
realities. It would be futile to expect nuclear dis- 
armament when say, the UN Security Council and 
other international organisations remain reflective 
of geopolitics of the last century. Second, interna- 
tional fuel supply and energy markets must be 
made more competitive. Cartelisation of uranium 
or crude oil supplies and locking up of supplies at 
source has implications for the nuclear industry. 
Reforming the international civilian nuclear trade 
is therefore crucial. 


Finally—and crucially—the call for the extraor- 
dinary goal of universal disarmament requires 
extraordinary credibility. India, for instance, won't 
be misplaced in calling for the United States, Rus- 
sia, China and others to reduce their warhead and 
feedstock inventories to the same levels as India’s 
before taking any such steps of its own. For in- 
stance, India can commit that it will sign treaties 
banning nuclear tests or cutting off fissile materials 
after all states have reduced their arsenal to an 
equivalent level. 

Let’s not forget that even the new Kissinger- 
Shultz-Perry-Nunn plan for disarmament applies 
only to states. Without overstating the risk of nu- 
clear weapons and materials falling into the hands 
of non-state actors, it would be incorrect to pre- 
sume that the disarmament plan is sufficient to 
protect the world from the risk of nuclear attack. 

Between a new form of international deterrence 
and universal disarmament, the latter is of course 
preferable. Unfortunately, it is also less likely to 
come about. India should nevertheless play an 
active role in international efforts to reduce the 
danger from nuclear weapons. 


Nitin Pai is editor of Pragati and blogs at The Acorn 
(acorn.nationalinterest.in) 
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Beyond marking time 


The problem with India's Sri Lanka policy is there is no common agree- 


ment on it 


R HARIHARAN 


THE ATTITUDE of the central and the state gov- 
ernment of Tamil Nadu to the ongoing ‘Fourth 
Eelam War’ in Sri Lanka is based upon a clear 
stand that war alone would not be enough to find 
a solution to the Tamil problem. India has repeat- 
edly stressed the need for Sri Lanka to evolve a 
formula for devolving powers to the Tamils. This 
shows in the continued support to the political 
demands of the Tamils, while not permitting or 
condoning any Liberation Tigers of the Tamil Ee- 
lam (LTTE) activity in Indian soil. To the extent 
possible, the governments are ensuring that the 
LTTE does not enjoy shelter in India. India's coast 
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guard and navy have been actively co-operating 
with their Sri Lankan counterparts to prevent 
smuggling of supplies for the LITE from India. 
This is in keeping with India's avowed policy of 
opposing any secessionist or terrorist group oper- 
ating from its territory. 


Through India’s political looking glass 

When the Sri Lankan Tamil refugees fled to In- 
dia in 1983 they were welcomed by the public. 
There was a spontaneous groundswell of public 
sympathy for the Tamil struggle and Tamil mili- 
tants were hailed as warriors fighting for the 


cause. However, two developments split this sup- 
port base for militants in Tamil Nadu in 1987: the 
Indo-Sri Lanka Accord and the subsequent Indian 
military operations against the LTTE were not ac- 
cepted by most of the Tamil people, who had ro- 
mantic notions about it. The All India Anna 
Dravida Munnetra Kazhagam (AIADMK) then in 
power in the state was a sponsor of the Indo-Sri 
Lanka Accord and fully supported it. On the other 
hand the Dravida Munnetra Kazhagam (DMKk), its 
political opponent, came out strongly against the 
war on LTTE. This became an important election 
plank for the DMK to launch itself back to power. 

However, after Indian troops withdrew the is- 
sue was progressively getting marginalised when 
the LTTE went on a rampage in Tamil Nadu mas- 
sacring the entire leadership of the Eelam Peoples 
Liberation Front (EPRLF) who had taken refuge in 
Chennai. Close on the heels of this attack, Velupil- 
lai Prabhakaran, the LITE chief, engineered the 
assassination of former prime minister Rajiv Gan- 
dhi, the architect of the Indo-Sri Lanka Accord, in 
Chennai. The people of the state were shocked and 
since then support for the Sri Lankan Tamil cause 
has become a non-issue in state politics. Only a 
small section of Tamil Nadu politicians vocally 
espouse the Tamil cause now. The widespread 
admiration that the LTTE enjoyed earlier has been 
replaced by abhorrence of its violent methods. 

There had been other social changes in India in 
general and Tamil Nadu in particular. The country 
is riding the crest of an economic boom and Tamil 
Nadu has become the hub of the IT and automo- 
bile industry. The population is more preoccupied 
with economic progress than interested in old- 
style politics of the 1980s. For the main part, their 
support for the Tamil struggle in Sri Lanka is lim- 
ited to expressions of sympathy. 


On getting involved 

Sri Lankan leaders of all political hues—includ- 
ing Tamil politicians—have been inviting India to 
play a major role in the island’s peace process. 
Even President Mahinda Rajapakse, soon after his 
election in 2005, requested India to join the four co- 
chairs sponsoring the peace process. While sup- 
porting the international effort at peace making, 
India has been reluctant to enter the fray. Its sup- 
port has been consistent on three issues: unity of 
Sri Lanka as a single national entity, equal rights 
for Tamils and their language, and preferably a 
federal system of administration for Tamil areas. 

India has reiterated this stand while comment- 
ing on the recent abrogation of the ceasefire 
agreement (CFA). It has said "what is required in 
Sri Lanka is a settlement of political, constitutional 
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and other issues within the framework of united 
Sri Lanka". This should allay the fears of Indian 
hegemony used both by elements of Sinhala polity 
and media, and surprisingly the LTTE also, as a 
red rag to whip up emotions among the public. 

Of course, India's actions shall always be in its 
own national interest. With the close relations built 
during the last ten years, a peaceful, stable and 
prosperous Sri Lanka is an asset for India. 

Some Tamils would like India to end its hostil- 
ity to the LTTE, "in the interest of Tamils". But In- 
dia has never seen the LTTE as the sole arbiter of 
Tamil destiny. Moreover the LITE remains a 
banned organisation in India after it assassinated 
Rajiv Gandhi. No political party either in Tamil 
Nadu or elsewhere in India can sell the idea to the 
public. Even Tamil leaders with known pro-LTTE 
sympathies like Vaiko and P K Ramadoss have 
been soft-pedalling this issue. Except for a small 
section in Tamil Nadu, the people do not see the 
current war against the LITE as a war against Ta- 
mils. However, the Indian government has not 
moved to bring to book the three leaders of 
LTTE—including Mr _ Prabhakaran—who are 
prime-accused in the Rajiv Gandhi assassination 
case. The Indian stand thus does not preclude the 
possibility of India supporting any move by the Sri 
Lanka government and the LTTE to bury the 
hatchet. This was shown by the support India had 
extended to the peace process of 2002. 

With the four co-chairs and the international 
community that supported the peace initiative un- 
happy with the ending of the CFA, Sri Lanka is 
likely to look at India for greater understanding 
and support. This is likely to put India in a bind. 
Mr Rajapakse's actions in opting for military op- 
erations before dealing with the political issue of 
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devolving equitable powers to the Tamils has not 
endeared him to India. While the military offen- 
sive might be correct in the light of LTTE's own 
incorrigible acts of violence during the ceasefire, 
such logic does not necessarily drive public per- 
ceptions. His much-publicised initiative in work- 
ing out a political consensus is yet to fructify. The 
‘mysterious’ killings and the dismal human rights 
record of the government machinery have raised 
many eyebrows in India about his intentions. 

For greater support from India, Mr Rajapakse’s 
actions have to be comfortable for the ruling 
United Progressive Alliance (UPA) coalition that 


time before radically re-looking at its Sri Lanka 
policy. By then India's power structure and priori- 
ties might change and there is a chance that India 
might join this game of 'back to the past’. 

Sri Lankan Tamils of all hues must also share 
the blame for leaving it to a military machine like 
the LTTE to decide their collective fate. The LTTE 
has always put its own interests before considering 
what is good for the largest number of people. 
Now weakened politically and militarily, it is 
doubtful whether the LTTE, extant or extinct, can 
ever deliver devolution of power to the people. It 
has not been able devolve powers to its own flock 


Sri Lankan Tamils of all hues must also share the blame for leaving it to a mili- 
tary machine like the LTTE to decide their collective fate. Now weakened po- 
litically and militarily, it is doubtful whether the LTTE, extant or extinct, can 
ever deliver devolution of power to the people. 


will possibly be facing a parliamentary election in 
India this year. 

While the Sri Lankan Tamil issue was never the 
main piece of Tamil Nadu’s political agenda, it 
was a key issue. Right now it stands downgraded. 
However, if full scale war breaks out and the refu- 
gee inflows increase it will stage a comeback, par- 
ticularly among minor but swing political partners 
in the coalition at the Centre. In principle the DMK 
is unlikely to change its stand. However political 
compulsions can change its mind. 

Prime Minister Manmohan Singh's position on 
Sri Lanka will continue to be cautious as the UPA 
coalition cannot afford any more shocks before the 
elections. This is driven by India's internal political 
compulsions rather than ambivalence in its Sri 
Lanka policy. 


The new idea is the old idea 

After 63 sittings over eighteen months, Sri 
Lanka’s All Party Representative Committee 
(APRC) has suggested that the government im- 
plement the 13th Amendment of the constitution 
that devolves power to the provinces. 

This comes almost 20 years after the amend- 
ment was proposed, following the India-Sri Lanka 
Accord of 1987. Mr Rajapakse’s acceptance of the 
APRC's recommendations will enable India to buy 


all these years. 

It is the responsibility of Sri Lankan Tamil lead- 
ers to ensure that they unite to see implementation 
of the 13th Amendment in letter and spirit. This 
offers them a new beginning for national recon- 
ciliation and path to full devolution of powers. 
Indeed, if they can evolve a viable formula with 
some chance of success the DMK may well be per- 
suaded to take it up with the Indian government 
for support. That would be the light at the end of 
the tunnel, but where is it? 

Mr Rajapakse has an excellent opportunity now 
to implement the 13th Amendment not only to 
please India or any political lobby, or buy time to 
find the "final solution" to the LTTE, but to achieve 
his lofty aim of building a united Sri Lanka, prac- 
tically from the ashes. But will he do it? 


R Hariharan, a retired Indian army officer, is a military 
intelligence specialist on South Asia and served as head 
of military intelligence of the Indian Peace Keeping 
Force in Sri Lanka. He is associated with the Chennai 
Centre for China Studies. 
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Letters 


Should India set up its own Sovereign Wealth 
Fund (SWF)? 


SIR - It would be more than premature to consider 
the setting up of an India Sovereign Investment 
Fund (“Sovereign, wealthy and ready to invest”, 
by Mukul G Asher, Pragati, No 10 - January 2008). 
Under the hype of our growing foreign exchange 
reserves, India is still a net importer of goods and 
services. 

Our unprecedented reserves are the result of 
foreign investment, both direct and portfolio, and 
remittances from abroad. While FDI may continue 
to exhibit secular growth, FII can be volatile. This 
portfolio investment has set up a virtuous cycle of 
higher share prices, more inflows, and a strength- 
ening rupee, which further improved the dollar 
return on investment in India shares. If the cycle 
reverses at any point, we would have lower share 
prices, fund outflows, causing a weaker rupee, 
leading in turn to accelerating losses in foreign 
currency terms. 

At the same time, a depreciation of the rupee is 
likely to adversely impact remittances from 
abroad, some of which are a surrogate for NRI in- 
vestments in Indian assets, including shares, bank 
deposits and real estate. 

Even if—or when—India’s foreign exchange 
assets demonstrate sustainable, structural growth, 
I would be more than reluctant to place investible 
surpluses in the hands of bureaucrats. Long before 
the sub-prime crisis in the United States, the Unit 
Trust of India (UTI) had to shut down redemption 
of its flagship mutual fund, hurting the millions of 
small investors who thought their money was safe 
with a government institution. Money sought to be 
invested in overseas assets requires a level of busi- 
ness savvy and sophistication that bureaucrats are 
unlikely to either acquire, or respect in others. 


Mohit Satyanand 
Bangalore 


Mukul Asher responds: Mr Satyanand’s points have 
considerable validity. 

However, the SWFs are here to stay, and have 
potential to create considerable disruption to fi- 
nancial stability in India. 

It is therefore better to have a small fund (say, 3 
to 5 per cent of reserves) and get on a learning 


PERSPECTIVE 


curve, and understand the tricks of the trade. 
Having one SWF will give India a seat at the inter- 
national table on SWFs and their governance. 

More broadly, instead of expecting incompe- 
tence from our institutions, we should demand 
competence and performance from them. 

It is imperative that expertise on SWF be devel- 
oped, even if India does not set up one. 


Marxists and capitalists in West Bengal 


SIR - Arnab Ray has correctly pointed out that the 
current chief minister of West Bengal is a major 
political embarrassment at times for the Commu- 
nist Party of India (Marxist), CPI(M). The stark 
difference in the party's stand on same issue at 
centre and state is hypocritical. Mr Ray is spot on 
when he describes the West Bengal in the 1980s. 
(“The killing fields of Bengal”, Pragati, No 9 - De- 
cember 2007) 

It also tells you about the undercurrents of why 
a person like Buddhadeb Bhattacharya was neces- 
sary for CPI(M)'s survival in Bengal—the discon- 
nect with the urban public, which basically consti- 
tutes Kolkata, was huge for CPI(M). To gain the 
approval of the media and the industry it was nec- 
essary for the CPI(M) to put Mr Bhattacharya at 
the helm. 

But the growing popularity of Left in urban 
areas has been marked with declines among the 
rural masses. But the state doesn’t really have a 
credible opposition. Mamata Banerjee’s Trinamul 
Congress is mostly opportunistic and her policies 
lack substance. Even though my faith in capitalism 
is unshakeable, West Bengal in its current phase is 
better off under the Marxists. The business com- 
munity in Kolkata feels secure when the CPI(M) is 
in power, as we very well know that they are the 
lesser evil in the state. If the other side was to gain 
power, the corruption and red-tapism, which is 
already a pain to bear in everyday life in West 
Bengal, would only escalate. 


Rahul Bajoria 
Singapore 


We welcome letters. Send us your comments and feedback via 


email pragati@nationalinterest.in. 
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Essential readings of the month 


African technology goes 
“brown” 

THE “BROWNING” of tech- 
nology in Africa is only in its 
infancy, but the shift is likely 
to accelerate. Chinese and 
Indian engineers hail from 
places that have much more 
in common with nitty-gritty 
Africa than comfortable Sili- 
con Valley or Cambridge. 
Africa also offers a testing 
ground for Asian-designed 
technologies that are not yet 
ready for US or European 
markets. 

A good example is a 
solar-powered cooking stove 
from India, which has ex- 
perimented with such stoves 
for decades. Wood-burning 
stoves are responsible for 
much of Africa’s deforesta- 
tion, and, in many African 
cities, where wood accounts 
for the majority of cooking 
fuel, its price is soaring. The 
Indian stove is clearly a 
work-in-progress; it is too 
bulky and not durable 
enough to survive the rigours 
of an African village. But with 
India’s vast internal market, 
many designers have an in- 
centive to improve it. How 
many designers in America 
or Europe can say the same? 

Of course, technology 
transfer from China and India 
could be a mere smokescreen 
for a new “brown imperial- 
ism” aimed at exploiting 
African oil, food, and miner- 
als. In recent years, China’s 
government alone has in- 
vested billions of dollars in 
African infrastructure and 
resource extraction, raising 
suspicions that a new scram- 
ble for Africa is underway. 


- G Pascal Zachary, The 
“Browning” of African Tech- 
nology, Project Syndicate, Jan 
2008 


Leaky Bottom 

MOST AMERICANS have 
never heard of Sibel Ed- 
monds, and if the U.S. gov- 
ernment has its way, they 
never will. The former FBI 
translator turned whistle- 
blower tells a chilling story of 
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corruption at Washington’s 
highest levels—sale of nu- 
clear secrets, shielding of 
terrorist suspects, illegal arms 
transfers, narcotics traffick- 
ing, money laundering, es- 
pionage. She may be a first- 
rate fabulist, but Edmonds’s 
account is full of dates, 
places, and names. And if she 
is to be believed, a treasonous 
plot to embed moles in 
American military and nu- 
clear installations and pass 
sensitive intelligence to Is- 
raeli, Pakistani, and Turkish 
sources was facilitated by 
figures in the upper echelons 
of the State and Defense De- 
partments. 


- Philip Giraldi, Found in 
Translation, The American 
Conservative, 28 Jan 2008 


THE TURKS and Israelis had 
planted “moles” in military 
and academic institutions 
which handled nuclear tech- 
nology. Edmonds says there 
were several transactions of 
nuclear material every 
month, with the Pakistanis 
being among the eventual 
buyers. “The network ap- 
peared to be obtaining infor- 
mation from every nuclear 
agency in the United States,” 
she said. 

The Turks, she says, often 
acted as a conduit for the 
Inter-Services Intelligence 
(ISI), Pakistan’s spy agency, 
because they were less likely 
to attract suspicion. 

The Pakistani operation 
was led by General Mah- 
moud Ahmad, then the ISI 
chief. 

Intercepted communica- 
tions showed Ahmad and his 
colleagues stationed in Wash- 
ington were in constant con- 
tact with attachés in the Turk- 
ish embassy. 

Edmonds was later to see 
the scope of the Pakistani 
connections when it was 
revealed that one of her fel- 
low translators at the FBI was 
the daughter of a Pakistani 
embassy official who worked 
for Ahmad. The translator 
was given top secret clear- 


ance despite protests from 
FBI investigators. 

Edmonds says packages 
containing nuclear secrets 
were delivered by Turkish 
operatives, using their cover 
as members of the diplomatic 
and military community, to 
contacts at the Pakistani em- 
bassy in Washington. 

- Chris Gourlay, Jonathan 
Calvert, Joe Lauria, For sale: 
West's deadly nuclear secrets, 
The Sunday Times, 6 Jan 2008 


The new Big Three? 

AT BEST, America’s unipolar 
moment lasted through the 
1990s, but that was also a 
decade adrift. The post-cold- 
war “peace dividend” was 
never converted into a global 
liberal order under American 
leadership. So now, rather 
than bestriding the globe, we 
are competing—and los- 
ing—in a geopolitical mar- 
ketplace alongside the 
world’s other superpowers: 
the European Union and 
China. This is geopolitics in 
the 21st century: the new Big 
Three. Not Russia, an increas- 
ingly depopulated expanse 
run by Gazprom.gov; not an 
incoherent Islam embroiled in 
internal wars; and not India, 
lagging decades behind 
China in both development 
and strategic appetite. The 
Big Three make the rules — 
their own rules — without 
any one of them dominating. 
And the others are left to 
choose their suitors in this 
post-American world. 

The Big Three are the 
ultimate “Frenemies.” 
Twenty-first-century geopoli- 
tics will resemble nothing 
more than Orwell’s 1984, but 
instead of three world powers 
(Oceania, Eurasia and Easta- 
sia), we have three hemi- 
spheric pan-regions, longitu- 
dinal zones dominated by 
America, Europe and China. 
So in various ways, both 
overtly and under the radar, 
China and Europe will med- 
dle in America’s backyard, 
America and China will com- 
pete for African resources in 
Europe’s southern periphery 


and America and Europe will 
seek to profit from the rapid 
economic growth of countries 
within China’s growing 
sphere of influence. Globali- 
zation is the weapon of 
choice. The main battlefield is 
what I call “the second 
world.”...The second world 
will shape the world’s bal- 
ance of power as much as the 
superpowers themselves will. 


- Parag Khanna, Waving 
Goodbye to Hegemony, New 
York Times Magazine, 27 
January 2008 


There is a story in the nuances 
THE PACE of poverty reduc- 
tion in India has been slower 
than that in China not simply 
because Chinese growth has 
been faster, but also because 
the same one percent growth 
rate reduces poverty in India 
by much less, thanks largely 
to higher wealth inequalities 
(particularly in land and 
education). The Gini coeffi- 
cient of land distribution in 
rural India was 0.74 in 2003; 
the corresponding figure in 
China was 0.49 in 2002. To a 
large extent this difference 
reflects a higher proportion of 
landless and near-landless 
people in India. In addition, 
educational inequality in 
India is among the worst in 
the world. 


- Pranab Bardhan, What makes 
a miracle, Boston Review, 
Jan/Feb 2008 


Do you have some- 
thing for FILTER? 


If you have a journal article 
or paper that you think your 
fellow readers might be 
interested in, please email it 
to us at 
pragati@nationalinterest.in 


INTERNATIONAL RELATIONS 


IN DEPTH 


What Kautilya would say 


Some aspects of the relevance of the Arthashastra in the contemporary 


world 


BALBIR S SIHAG 


SEVERAL WRITERS before Kautilya (c. 350-283 
BCE) had included in their works discussions re- 
lated to arthaniti (economic policy), dandaniti (judi- 
cial system and administration) videshniti (foreign 
policy) during the period 650-600 BCE. They de- 
serve credit for developing these subjects but their 
analyses lacked the coherence of a purposeful and 
comprehensive policy framework. It was Kau- 
tilya—mentor of the Mauryan emperor Chandra- 
gupta—who developed more than a score of new 
concepts, a systematic approach, a scientific meth- 
odology and provided comprehensive and coher- 
ent analysis. 

He visualised an empire that was prosperous, 
secure, secular, crime-free and anchored to the 
secular Vedic values of compassion, tolerance, 
non-violence, truthfulness and honesty. Kautilya’s 
Arthashastra contains several truly original and 
ageless insights for building and sustaining a 
prosperous and secure empire. 

Kautilya understood the concept of backward 
induction and used it to reason backwards as to 
what was needed for achieving prosperity and 
national security. He identified the necessary in- 
gredients—such as the establishment of a rule of 
law, an impartial judiciary, private property rights, 
building of infrastructure, incentive mechanisms 
to ensure efficient and honest government officials, 
encouragement of dharma (moral and spiritual 
rules of human behaviour)—required for the crea- 
tion of a prosperous system. Also, he argued that a 
nation could never achieve prosperity under a for- 
eign ruler—indicating that independence was a 
pre-requisite for riches. Accordingly, he developed 
a sort of power index of a nation based on its 
physical might (army and armour, morale of the 
forces), intellectual strength of the government 
and the degree of public support. 


That question of guns and butter 

Kautilya understood some basic human ten- 
dencies and limitations inimical both to national 
security and prosperity—such as bounded ration- 


Art: Chandrachoodan Gopalakrishnan 


ality, time inconsistency and shirking (or moral 
hazard)—and devised measures to handle them 
effectively, efficiently and ethically. He was also 
aware of the problems caused by budgetary con- 
straints. National security demanded expansion in 
spending on infrastructure and in military capabil- 
ity. But an increase in taxes was considered coun- 
terproductive, as that would retard long-term eco- 
nomic growth, make taxpayers discontented and 
prone to be turned against the king. 

That meant a poor nation with a smaller tax 
base could not finance the building of the requisite 
military capability. It certainly could not match the 
power of a rich nation and consequently would 
become an irresistible target for attack by stronger 
nations. He argued that power breeds more power 
but the challenge was: how to initiate the process 
with limited resources. His genius lay in offering 
insights for meeting the challenge—that is of 
maintaining independence and becoming prosper- 
ous. 

First, according to Kautilya, economic prosper- 
ity strengthened national security and brought 
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happiness to people, but it was not sustainable 
unless the gains were distributed fairly. 

Second, he emphasised the role of good institu- 
tions for internal stability. He considered rule of 
law (and not rule by law), essential for protection 
of private property rights and constraining the 
predatory or extortionary behaviour of rulers and 
bureaucrats. Internal stability, in turn, was essen- 
tial for acquisition of knowledge and accumulation 
of capital. 

Third, he emphasised good governance, which 
meant clean, caring and competent administration 
so that resources were not siphoned off from 
building infrastructure to personal uses. 

Fourth, according to him, a judicious blend of 
moral and material incentives was necessary to 
elicit optimum effort from the king at the top to 
the herdsman at the bottom of the economic 
pyramid. 

Fifth, changes could be brought only through 
co-operation and co-ordination and not through 
confrontation and coercion. 

Sixth, it was a king’s moral duty and in his self- 
interest to behave like a loyal servant to his royal 


people. 


Amorality matters 

Kautilya realised that national security was not 
only important but was also very complex. He ap- 
proached it very meticulously and methodologi- 
cally. He suggested spying both on foes and 
friends; making sure the nation was as powerful as 
any potential adversary (balance of power); provi- 
sion of physical infrastructure; following a cost- 
benefit approach in economic matters but not for 
national security; and paying efficiency wages to 
advisers and high ranking defence officers for en- 
suring honesty, efficiency, loyalty and most impor- 
tantly, for following a proactive and dynamic ap- 
proach. 

According to Kautilya, independence was the 
most precious thing and to be defended by all pos- 
sible means. He advised that a nation must be vigi- 
lant and well prepared to defend itself at all times. 
He emphasised that any and every present or fu- 
ture threat to national security be eliminated at 
every cost. He asserted, “An enemy’s destruction 
shall be brought about even at the cost of great 
losses in men, material and wealth (7.13).” 

His advice to a king was: “No enemy shall 
know his secrets. [The king] shall, however, know 
all his enemy’s weaknesses. Like a tortoise, he 
shall draw in any limb of his that is exposed 
(1.15).” Accordingly, he suggested, “A king shall 
have his agents in the courts of the enemy, the ally, 
the Middle and the Neutral kings to spy on the 
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kings as well as their eighteen types of high offi- 
cials (1.12).” He added, “He shall always station 
envoys and clandestine agents in all states of the 
circle. These shall cultivate those acting against the 
interests of the conqueror and, while maintaining 
their own secrecy, destroy repeatedly such inimical 
persons (7.13).” 

Kautilya would continue to warn present and 
future generations not to get complacent about 
national security. Clearly, if the adversary has full 
information and behaves in the same manner, then 
there would be an arms race. However, Kautilya 
stated, “When the degree of progress is the same 
in pursuing peace and waging war, peace is to be 
preferred. For, in war, there are disadvantages 
such as losses, expenses and absence from home ” 
(7.2). 


Ignore at peril 

Kautilya labelled some emotions as ‘obstacles’ 
to achieving the gains from campaigns. These, he 
wrote, were “passion, anger, timidity, compassion 
[leading to aversion to fighting], recoiling from 
awarding deserved punishment, baseness, haugh- 
tiness, a forgiving nature, thinking of the next 
world, excessive piety, meanness, abjectness, jeal- 
ousy, contempt for what one has, wickedness, dis- 
trust, fear, negligence, inability to withstand harsh 
climate (cold, heat or rain) and faith in the auspi- 
ciousness of stars and days” (9.4). 

Ashoka (Emperor Chandragupta’s grandson) 
was overwhelmed with grief when he saw thou- 
sands of dead soldiers lying in the battlefield and 
converted to Buddhism. Kautilya would have 
strongly advised Emperor Ashoka against this 
move. This action was not in the national interest 
and it definitely destroyed his vision of an empire 
encompassing the entire Indian subcontinent. 
Similarly, he would have advised the 12th century 
Rajput king Prithviraj Chauhan against setting the 
defeated Afghan invader Mohammed Ghauri 
free—for he condemned ‘a forgiving nature’ when 


“An enemy’s destruction shall be 
brought about even at the cost of 
great losses in men, material and 
wealth...When the degree of pro- 
gress is the same in pursuing peace 
and waging war, peace is to be 
preferred” 


dealing with enemies. Ghauri returned to defeat 
and kill Chauhan. 
On contemporary Jammu & Kashmir 

Kautilya believed that prosperity, security, 
safety and freedom of religious practices were the 
sources of happiness to all individuals. He argued 
that a king could win pubic support only by rais- 
ing their standard of living. He explained, “When 
a people are impoverished, they become greedy; 
when they are greedy, they become disaffected; 
when disaffected, they either go to the enemy or 
kill their ruler themselves” (7.5). He suggested, 
“therefore, the king shall not act in such a manner 
as would cause impoverishment, greed or disaffec- 
tion among the people; if however, they do appear, 


The king “shall adopt the way of 
life, dress, language and customs 
of the people, show the same de- 
votion to the gods of the territory 
[as his own gods] and participate 
in the people’s festivals and 
amusements” 


he shall immediately take remedial measures 
75) 

With that in view, Kautilya advised the king: 
“He shall follow policies which are pleasing and 
beneficial to the constituents by acting according 
to dharma and by granting favours and [tax] ex- 
emptions, giving gifts and bestowing honours” 
(13.5). Contrary to this advice, public officials in 
Jammu & Kashmir state have been indifferent, in- 
efficient and corrupt and consequently the econ- 
omy has stagnated. Public officials in other states 
are not saints but those states have been making 
progress due to private enterprise. Kautilya rec- 
ommended, “Remove all obstructions to economic 
activity.” This suggests that things like Article 370 
of the Constitution, which gives special treatment 
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to Jammu & Kashmir should be repealed, as it has 
has not allowed any inflow of ideas and capital to 
the state. 

There is no harm in talking but nothing is likely 
to come out of the talks with the government of 
Pakistan. Pervez Musharraf appears to be more 
concerned about keeping his hold on power than 
improving the plight of people. Ordinary people in 
Pakistan are hard-working, simple and very gen- 
erous. They have been yearning for peace and 
prosperity but the unholy alliance of military and 
mullahs would never present that opportunity to 
them or allow a peaceful resolution of Kashmir 
issue. 


Governance in a plural society 

According to Kautilya, whether the person is a 
Christian in Kerala or a Muslim in Kashmir, 
should be free to practice his or her religion. He 
would be sick to his stomach to see the burning of 
a church or demolition of a masque. He advised 
that the king “ shall adopt the way of life, dress, 
language and customs of the people, show the 
same devotion to the gods of the territory [as his] 
own gods and participate in the people’s festivals 
and amusements” (13.5). 

Undoubtedly, the social, the political and the 
economic institutions and conditions prevailing at 
the time of Kautilya during the fourth century BCE 
were markedly different from those of today. Yet, 
Kautilya’s proactive, pragmatic and dynamic ap- 
proach, his insights, concepts, and methodology 
are as relevant today as they were in his time. 

(The author acknowledges helpful suggestions from 
Bhoopendra Sinha, the generosity of L N Rangarajan 
and Penguin Books for permission to use the translation 
for interpretations) 


Balbir S Sihag is professor of economics at the Univer- 
sity of Massachusetts, Lowell 
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ROUNDUP 


BUSINESS FRIENDLINESS 


Getting ahead in the rankings 


Many small things can make a big difference 


DEEPA VASUDEVAN & MUKUL G ASHER 


THE WORLD BANK and International Finance 
Corporation (IFC) recently published their 2008 
report on the regulatory cost of doing business, 
comparing 178 economies. 

The Doing Business 2008 report investigates 
regulations and their enforcement over ten dis- 
tinct phases in the life cycle of a business: starting 
one, dealing with licenses, employing workers, 
registering property, getting credit, protecting 
investors, paying taxes, trading across borders, 
enforcing contracts and closing one down. There 
are indicators to measure each factor, which are 
then combined to create a composite index that 
measures the ease of doing business in a given 
country. 

The methodology uses simple aggregation 
methods, and the index has limiting assumptions. 
Yet, despite unsophisticated techniques, the re- 
port deserves to be examined closely for several 
reasons. 

First, it ranks countries in order of ease of do- 
ing business over time. This year India is ranked 
120th out of 178 countries, 12 points higher than its 
rank in the 2007 report, but far below India’s 
achievable potential. China, Russia and Brazil are 
ranked at 83, 106 and 122 respectively. 

The top ten ranked countries are economically, 
geographically and culturally diverse, but they 
share a few key attributes: such as openness to 
trade, sound legislative systems that facilitate en- 
terprise and protect investors, reasonably devel- 
oped financial systems and efficient administration 
of policy. With the exception of the United States 
and the United Kingdom, the top ranked countries 
have relatively small populations (below 30 mil- 
lion). 

A broader classification that marks countries as 
easy, moderate, or difficult environments for doing 
business is intuitively easier to comprehend. Most 
of Africa is categorised as ‘difficult’; North Amer- 
ica, Western Europe, Australia and New Zealand 
are ‘easy’; and South America, Asia and the rest of 
the world show wide variations—ranging from 
excellent business environments (Japan, Chile, 
Maldives) to moderate (China, Argentina, Sri 
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Country Country 
I Singapore 60 Maldives 
2 New Zealand 68 UAE 
3 United States 76 Pakistan 
4 Hong Kong 83 China 
5 Denmark 101 Sri Lanka 
12 Japan 106 Russia 
24 Malaysia 107 Bangladesh 
27 Mauritius 120 India 
50 Taiwan 122 Brazil 
51 Botswana 123 Indonesia 


Doing Business 2008 Ranking for selected economies 
Data:World Bank 


Lanka, Russia) as well as difficult economies (In- 
dia, Indonesia, Brazil). 

Second, a detailed mapping of the business en- 
vironment in each country is generated by ranking 
the country on each of the ten factors that create 
the environment. Thus it is possible to identify that 
India ranks 36th in ease of obtaining credit, but is 
177th in contract enforceability. 

Further, the key indicators for each factor are 
benchmarked against regional and OECD aver- 
ages, so that a very detailed assessment of out- 
comes can be carried out. For instance, the number 
of days taken to export has steadily declined in 
India, falling from 36 days in 2006 to 18 in 2008; 
comparable to China (21 days) and Mexico (17); 
though considerably behind the best practice 
economy—Denmark’s—average of 5 days. 

A quick glance at other indicators that make up 
the “trading across borders” category reveals that 
China has the lowest export costs (at US$390 per 
container) while Singapore requires the least num- 
ber of import documents and the shortest time for 
processing imports. India should benchmark itself 
against these standards. 


Third, the report identifies what reforms have 
worked, in which sphere of business activity, and 
the gaps that continue to exist. Any reform that 
significantly improves enterprise activity has a 
positive transmission impact on the country’s 
rank. This link is useful not only because it allows 
policy makers to assess the effectiveness of reform 
but also because it provides an insight into global 
perceptions of reform outcomes. 

For instance, in terms of credit availability, In- 
dia is now ranked on par with countries such as 
Norway and Sweden, and this improvement is 
largely a result of the growth of private credit bu- 
reau coverage. The Credit Information Bureau of 
India Limited (CIBIL), which was set up in 2004, 
had a database of over 90 million records of con- 
sumer borrowers and 1.2 million records of com- 
mercial borrowers in 2007. CIBIL prepares cus- 
tomer information reports to help creditors make 
well-informed lending decisions. With widespread 
availability of credit histories, the market for credit 
underwriting will grow and borrowers with good 
credit records will be able to negotiate finer rates 
and terms of borrowing. This single reform 
pushed India’s ranking on the credit availability 
factor from 62 in 2007 to 36 in 2008, far ahead of 
comparable economies. 

In contrast, the improvement in ranking for 
trading across borders (from 142 in 2007 to 79 in 
2008) is the result of overall improvement in all 
procedural requirements (cost, time and documen- 
tation) both for import and import transactions. 

Doing Business 2008 also highlights some areas 
where further reforms are necessary. India has 
been nearly at the bottom of the sample in contract 
enforcement for the past three years. Enforcement 
of commercial contracts and resolution of disputes 
is time consuming, involves several procedures, 
and litigation costs consume a significant propor- 
tion of the final claim. This causes loss of economic 
value among existing businesses caught up in 
claim resolution and discourages new investors. 
The costs and procedures of tax compliance re- 
main high, resulting in India moving down the 
rankings. 

If India is not the easiest of countries in which 
to start a business (111th), it ranks even lower in 
closing a business (137th). Bankruptcy procedures 
are long and inefficient and result in locked-up 
capital. Final recovery rates for creditors are as low 
as 12 per cent. 

What can we conclude from the report? While 
the Indian judicial system is trusted and reliable, 
the efficiency of enforcement systems must be im- 
proved. A modern bankruptcy law that facilitates 
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quick and fair closure of businesses is needed. 
Currently, time taken for liquidation varies from 
state to state because companies facing closure 
require state sanction for labour retrenchment. 

Greater uniformity in bankruptcy procedures is 
likely to result in less skewed industrial develop- 
ment. India should aim to create a simple tax sys- 
tem with reasonable tax rates, well-specified ex- 
emptions and deductions, and efficient tax ad- 
ministration that lowers compliance costs and 
gives higher priority to the taxpayer service func- 
tion. 

But Doing Business 2008 does not present a 
complete picture of India’s business climate: the 
analysis ignores positive factors such as India’s 
large consumer markets, its skilled English speak- 
ing labour force, sound macroeconomic conditions 
and the strength of its institutional systems. It 
merely points out areas that would benefit from 
policy reform. 

Experimentation with the Doing Business 
Ranking Simulator suggests that rather than any 
single major reform; it is the cumulative impact of 
many small measures and professional attention to 
detail that will improve India’s overall ranking. 

Even with modest improvement on some indi- 
vidual components of the index, India received 
Foreign Direct Investment (FDI) worth US$19.5 
billion in 2006-07; and the target in US$ 30 billion 
in 2007-2008. The share of FDI in total investment 
increased from 2.5 per cent in 2003-04 to 6.4 per 
cent in 2006-07. 

India must consciously and continuously en- 
deavour to improve its ranking in other interna- 
tional surveys and indices as well, including those 
relating to human development and corruption. 
The outcomes of these surveys have a significant 
impact on perception of both domestic and inter- 
national investors. 

This has to be combined with a mindset of 
learning from countries, states and cities with 
higher rankings. With total trade in merchandise 
and services reaching US$500 billion (almost half 
of nominal GDP) in 2006-07 (and expected to reach 
US$ 1 trillion within the next decade), focused ef- 
forts to improve the business environment is now 
an urgent necessity. 


Deepa Vasudevan is a freelance researcher and Mukul G 
Asher is a professor of public policy at the National 
University of Singapore. 
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The Nano opportunity 


Time to address urban transport in a holistic manner 


ROHIT PRADHAN & PRATIK MHATRE 


FIVE YEARS AGO, Ratan Tata made a tryst with 
destiny. He promised a car for one lakh rupees—a 
people’s car—and he has delivered. The new Tata 
Nano has been widely praised for its indigenous 
design, engineering skills and aesthetics. In the 
process, Tata Motors has contributed to the matur- 
ing of a host of ancillary suppliers which enhance 
India’s manufacturing capabilities. Not only is the 
Nano reportedly capable of meeting the Euro-4 
emission norms, its claimed mileage of 22 - 26 km 
per litre is comparable to the best hybrid cars in 
the market including the Toyota Prius. 

Nano does not compete with any existing car 
model in the Indian car market. Its nearest com- 
petitor—Maruti 800—at Rs 200,000 is almost dou- 
ble its price. By providing existing two-wheeler 
drivers with a realistic and affordable option of 
owning a car, it can help expand the car market to 
the lower middle class. Over two decades ago, the 
Maruti 800 redefined the car market in India; the 
Nano can take the automobile revolution to the 
next level. More importantly, Nano is likely to spur 
product and process competition in the interna- 
tional automobile industry as other manufacturers 
address similar market segments. The two-wheeler 
segment too will need to adapt to the competitive 
pressure created by the Nano. The competitive 
dynamic unleashed by the Nano is in itself an im- 
portant benefit. 

Not everyone, though, is entirely impressed 
with the Nano. Its critics have offered two main 
arguments: First, that Nano's affordability to the 
mass-market will worsen carbon emissions at a 
time when global warming has gained the centre 
stage as an urgent international issue. Second, that 
it will add more traffic to India’s already overbur- 
dened urban infrastructure and cause greater con- 
gestion and delays. On some roads in Delhi, for 
instance, the average peak hour driving speed is 
barely 10 kmph. 

Countering such arguments, Mrituinjoy Mo- 
hanty has pointed out in a Rediff.com article that 
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while the Nano might be cheap by global stan- 
dards, it is not inexpensive for Indian incomes, 
and that the critics have overestimated the poten- 
tial market for Nano. Nevertheless, it must also be 
recognised that with increasing prosperity, cars of 
this price range would become increasingly af- 
fordable to larger segments of Indian population. 
Therefore, the welcome democratisation of private 
transport must be tempered with the recognition 
that it has the potential of increasing carbon emis- 
sions as well as worsening the already dire traffic 
situation. It is therefore incumbent on govern- 
ments to seek to reconcile the the right of people to 
affordable private transport with the genuine con- 
cerns of the critics. 

Singling out the Nano for punitive taxes, as 
advocated by Sunita Narain, director of the New 
Delhi based Centre for Science and Environment, 
is not the solution. First, it merely punishes Tata 
for its vision, innovation and ability to deliver a 
cheap car. Second, the concept of "polluter pays" 
has been well-accepted the world over as an ap- 
propriate policy tool to ameliorate pollution. Gen- 
erally, cars with larger engines cause more pollu- 
tion. Therefore, Ms Narain would be on firmer 
ground if she argued that a suitable policy re- 
sponse would be to encourage the movement to- 
wards compact cars by imposing higher taxes on 
larger cars to ensure full recovery of the social 
costs they impose. At the same time, cars like the 
Nano should not exempted from meeting existing 
and future emission requirements. 

Though Nano has the first-mover advantage in 
the compact car market, it is unlikely to enjoy a 
monopoly even in the short term. Mahindra & 
Mahindra has already announced that it will in- 
troduce a compact car to compete with the Nano. 
Bajaj Auto, a two-wheeler major, is joining hands 
with Renault and Nissan to create a similar low- 
cost car. Foreign car makers like Fiat, Ford, Honda, 
and Toyota have also recognised the demand po- 
tential for personal transportation in the growing 
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Not all of Tata’s making 


Chinese and Indian markets. A competitive market 
guided by a tax policy which encourages lower 
emission vehicles would balance environmental 
interests with the genuine aspiration to acquire 
personal transport. 

There is no doubt that India needs to invest in 
fast, efficient and comfortable public transport to 
reduce the demand for personal vehicles. But the 
advent of a small car by no means prevents the 
expansion of public transport. Indeed, it is the 
state’s failure to invest in public transport which 
has fuelled the demand for private transportation. 
While controlling the number of private vehicles 
by suitable tax policies, congestion pricing, high 
parking charges is in order, the pre-requisite is the 
provision of efficient public transport. People can- 
not be expected to give up the comfort, safety, and 
reliability of private transport for the uncomfort- 
able and unreliable buses or expensive taxis. Pub- 
lic policy should recognize and adapt to the 
changes in people’s attitudes. 

Along with more accessible and affordable 
public transport, urban infrastructure facilities (in- 
cluding vertical and underground parking); traffic 
management; better driving habits and road sense 
must be encouraged. It is quite possible that if 
there is greater clarity in property rights and zon- 
ing, entrepreneurs will fulfil parking needs effi- 
ciently. Already, there has been some positive 
movement in this regard with multi-storied park- 
ing being created on a Build-Operate-Transfer 
(BOT) basis in Delhi. Other Indian cities should 
consider adopting this model. 

Another important issue is that of road-safety. 
Due to a mixture of shoddy road engineering, bad 
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driving habits and a poor regulatory framework, 
over 90,000 people die on Indian roads every year 
and many more are injured. In addition to per- 
sonal tragedies, this imposes heavy economic and 
social costs on society, stretching India’s healthcare 
system, especially the still nascent trauma facili- 
ties. In this light, the Mumbai Police deserves 
praise for its recent relatively successful drives 
against drunken driving and against those not 
wearing seat belts. Two wheeler riders bear a dis- 
proportionate share of road causality figures; in 
Delhi only 5 per cent of those killed in roads are 
car drivers. It is here that the Nano, can improve 
road safety by allowing a greater proportion of 
road users the relative safety of traveling in cars. 

By 2030, majority of Indian population will be 
urban. In terms of planning, developing and build- 
ing infrastructure, that's not too distant in the fu- 
ture. Unfortunately, urgency in better managing 
the urban environment, including mega-cities, is 
noticeably absent. The standard of living in Indian 
cities can be substantially improved by invest- 
ments in transport infrastructure and strict en- 
forcement of traffic regulations. Indeed, the lasting 
benefit of the Tata Nano may be that it will help 
focus the minds of policy-makers, urban adminis- 
trators and general public alike on the need for 
better urban management. 


Rohit Pradhan is a resident commentator on The Indian 
National Interest. He blogs at retributions.nationalinterest.in 
Pratik Mhatre is doctoral student in the Urban and 
Regional Science program at Texas A&M University. His 
urban planning blog is at urbanplanningblog.com. 
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GLOBAL FINANCIAL MARKETS 


America’s command capital- 


e 
..and its economic consequences 


V ANANTHA NAGESWARAN 
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AMERICAN CAPITALISM has come to symbolise 
not a market economy but a cosy cartel in which 
interests of Wall Street have increasingly dictated 
public policy. Case in point is the complete demoli- 
tion of walls that separated different retail banks 
from commercial banks from corporate banks from 
brokerage, insurance and so on. This paved the 
way for universal banking in which riskier busi- 
ness divisions risked depositors’ money and the 
capital of the entire institution to earn their bo- 
nuses and turned to the government and the Fed- 
eral Reserve to bail them out with lower interest 
rates. 

It is important not to lose sight of the fact that 
lower interest rates mean lower rewards for savers 
and depositors. No wonder that a consistent and 
continuous policy of supporting asset prices and 
Wall Street practices with lower rates has resulted 
in a negative savings rate in America. 
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Over time, this is 
self-defeating. Amer- 
ica is beginning to 


comprehend __ that. 
But, it might be too 
late already. With 


households deep in 
debt and with a 
housing slump that 
has just begun, lower 
rates simply end up 
stoking asset price 
bubbles and conven- 
tional inflation in the 
rest of the world. 
Lower rates are un- 
likely to prod a 
deeply indebted 
America to borrow 
further, not when job 
prospects have 
dimmed and dispos- 
able income is eroded 
by a high price of gasoline at the pump. 


The rest of the world is trapped too 

Given America’s pre-eminence in the global 
economy, it has consequences for all of us. That is 
the difference between the Latin American crises 
of the eighties and nineties and the Asian crisis of 
the nineties. The centre held then. This time, the 
centre is wobbling. 

The rest of the world—after five years of high 
economic growth and tight resources—finds itself 
having to choose between allowing its currencies 
to appreciate against a steadily depreciating dollar 
or import America’s low interest rate setting with 
mostly adverse consequences for price stability 
and hence social stability. 

This predicament applies to most of the devel- 
oping world but none more acutely than in the 
case of Asia. That they have to worry about letting 


The world risks either being 
crushed by a credit crunch in the 
West or by zooming prices of 
crude oil and agricultural com- 
modities or, with worse luck, by 
both. This would predictably in- 
crease risks of protectionism and 
other geopolitical conflicts. 


their currencies appreciate after five years of 
strong growth shows that they had done precious 
little to wean themselves off the diet of export 
growth to support economic growth. Second, it 
also shows that it is impossible to wish away the 
dragon in the room—China. 

China’s economic growth is predicated on 
strong export growth and an undervalued cur- 
rency. The country still maintains a quasi-peg to 
the dollar. Therefore, a weakening dollar weakens 
the yuan as well against other currencies, notwith- 
standing yuan appreciation against the US dollar. 
Other countries have to be mindful of this as 
China has steadily eaten into the export market 
share of many countries. India’s Economic Advi- 
sory Council in its latest report reviewing 2007-08 
said as much. 

It is not clear whether America is deliberately 
or inadvertently helping China or actually hurting 
it. After all, China professes to be concerned with 
overheating and rising inflation. It has ordered a 
freeze on the prices of energy and food items, simi- 
lar to ordering thermometers to be rigged so that 
fever is never indicated. If so, then America’s 
dropping rates and falling dollar are making 
China’s economic policy choices harder and not 
easier. 


India has done better in spite of the government 

India has done well so far, largely due to the 
sagacity of the Reserve Bank of India and in spite 
of meddling, often for wrong reasons, by the gov- 
ernment. Banks were ordered to set aside higher 
provisions for risky loans and Indian banks were 
closely watched for any investment into American 
mortgaged backed securities. They have almost 
negligible exposure. But, India cannot take this for 
granted. Pressure is mounting on the Reserve Bank 
to loosen its grip over monetary policy for the sake 
of maintaining short-term growth. 

The government faces elections next year. It 
would like to engineer a false feel-good factor for 
the short-term for consequences of economic pol- 
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icy errors and good choices reveal themselves with 
a lag. Just as this government is enjoying the fruits 
of some wise moves by the previous government, 
the next government will bear the consequences of 
the economic mismanagement of the present re- 
gime. The RBI has done its best to minimise conse- 
quences. But, for the public that is interested in the 
long-term good of the country, eternal vigilance 
remains the price of liberty. 


De-coupling is a myth 

If it is any consolation, many governments 
around the world run the risk of compounding 
America’s past policy errors and current choices 
(which would be later revealed to be errors too). 
Whether they succumb to the temptation or not 
would determine the long-term health of their 
economies and financial markets. 

However, the bad news is that in the short- 
term, regardless of what they do, financial markets 
are not going to de-couple from each other. Ini- 
tially when the troubles unfolded in August, 
emerging Asian stock markets held their own. 
That has slowly given way to more fear and con- 
cern. In January, emerging market equities fell a lot 
harder than America’s equities did, although the 
epicentre of the troubles is in the latter. 

The world risks either being crushed by a credit 
crunch in the West or by zooming prices of crude 
oil and agricultural commodities or, with worse 
luck, by both. This would predictably increase 
risks of protectionism and other geopolitical con- 
flicts. Optimism is usually a good trait but, it 
should not turn out to be a case of fools rushing in. 
Investors among Pragati readers would do well to 
pay heed to this dictum in the coming years. 


America must find its moral compass 

As for America, it remains a beacon of capital- 
ism for the rest of the world and that is, in the pre- 
sent circumstances, unfortunate. For it to be emu- 
lated without danger, it has to re-discover its 
moral compass. Capitalism without morals is 
Darwinism as it confuses an economy dominated 
by private interests for a market economy. The 
lone liberal among America’s presidential candi- 
dates, Ron Paul, is campaigning on the platform of 
abolishing the Federal Reserve. 


V Anantha Nageswaran is head, investment research, 
Bank Julius Baer & Co. Ltd in Singapore. These are his 
personal opinions. 
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Down the Red Corridor 


CHANDRAHAS CHOUDHURY 


MAO ZEDONG is alive and 
kicking in India, and how. 
Jailbreaks, frequent guerrilla 
attacks on security forces, 
the emergence of parallel 
governments in so-called 
"liberated zones", and the 
victory of Maoists in neigh- 
bouring Nepal have woken 
Indians up to realities that for decades they could 
afford to ignore. Not only have the persistent fail- 
ures and the eventual retreat of the state been 
clearly exposed, the dismaying possibility of a 
"Red Corridor" stretching, like a gash on the In- 
dian subcontinent, from Nepal all the way down 
to Andhra Pradesh has also been raised. 

Who are these Indian citizens who want noth- 
ing less than the total destruction of the Indian 
state, of the Constitution, of democracy? What 
does their rise reveal about the apathy of the In- 
dian state towards some of its poorest and most 
marginalised subjects, particularly the tribals? To 
what extent has the state's response only exacer- 
bated the problem, and what is the condition of 
the innocent people trapped between two fero- 
ciously warring forces? All these questions are an- 
swered by Sudeep Chakravarti's fascinating work 
of reportage Red Sun: Travels in Naxalite Country. 

Although Chakravarti wanders through 
Andhra Pradesh, Bihar, Jharkhand, West Bengal 
and Nepal, the region for which he reserves his 
closest attention is the tribal-dominated area of 
Chhattisgarh. The reason for this is that Chhattis- 
garh is not only a hotbed of Naxalism but also of a 


Review 


The form of Chakravarti's book is 
quite distinctive, and almost mirrors 
its subject. Just as there is some- 
thing shadowy and amorphous 
about the Maoists so too the 
sprawling narration that proceeds 
in a piecemeal, zigzag fashion, as 
if through a low-visibility zone. 
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Red Sun: Travels in Naxalite Country 


by Sudeep Chakravartii 
Penguin/Viking, 320 pages, 2007 


controversial state response, 
the Salwa Judum (a phrase 
from the local dialect trans- 


lated either as "Peace 
March" or "Purification 
Hunt"). In contrast to 


Andhra Pradesh, where the 
counter-insurgency is run 
by a specialised police force, 
the Greyhounds, the Salwa Judum movement aims 
to co-opt the tribals themselves into the fight 
against the Maoists by ushering them into large, 
easily guarded "resettlement" camps and employ- 
ing and arming some of them as Special Police Of- 
ficers (SPOs).This with-us-or-against-us approach 
views tribals one-dimensionally—as the potential 
constituency of Naxalism which must be pre- 
emptively herded away—and only further aggra- 
vates the squeeze made by the Maoists on the tri- 
bals for food, cash and manpower. In one heart- 
rending section, Chakravarti moves from the 
squalor of a Salwa Judum camp, which looks like 
any urban slum, to a cleared-out forest settlement 
nearby, one in which the tribals at least eked out a 
living no matter how perilous. 

Although the Maoists feed off decades of class 
and caste oppression in the Indian heartland, and 
exploit the angst of the widening gulf between the 
booming urban India of the haves and landless- 
ness and joblessness of the rural have-nots, they 
are themselves by no means as principled or as 
selfless as they sound. Sometimes the door they 
open reveals only a new chamber of horrors, such 
as that of their gruesome Jan Adalats, their internal 
justice system that perpetrates outrages every bit 
as heinous as those by officials of the state. Their 
rejection of democracy as a bourgeois sham and 
their dogged adherence to Maoist doctrine would 
be comical were it not so troubling—Chakravarti 
meets several revolutionaries, both current and 
lapsed, whose genuine anger and despair gutters 
into talk of the "objective conditions” for a full- 
fledged revolution that will topple the state. 

And sometimes the Maoists themselves become 
co-opted into the very nexus they decry. A recent 
piece by the journalist Prashant Jha in Himal, an 
English language monthly published in Nepal, 
described a convenient détente between Maoist 


forces and Madhu Koda's government in Jhark- 
hand—one in which both parties siphon off funds 
released by the Centre for counter- 
insurgency—and showed that the "new man" ex- 
tolled by Maoist rhetoric is not all that different 
from the "old man" that it seeks to exterminate. 

The form of Chakravarti's book is quite distinc- 
tive, and almost mirrors its subject. Just as there is 
something shadowy and amorphous about the 
Maoists—now advancing, now lying low, at times 
rejecting the state and at times participating in 
elections, their commanders working under aliases 
and their cadre secreting themselves away in the 
great jungles of the Indian hinterland—so too the 
sprawling narration of Red Sun proceeds in a 
piecemeal, zigzag fashion, as if working through a 
low-visibility zone. 
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Chakravarti mixes travelogue, interviews, re- 
portage and analysis, quoting here from a Maoist 
document, there from a taped exchange between 
police officers, and ferreting out both state apathy 
and revolutionary excess with an unflinching and 
often mordant gaze. Red Sun proposes no easy 
answers, but the author succeeds in his aim of 
"tearing the veil" off a crisis from which we have 
averted our eyes for too long 


Chandrahas Choudhury is a freelance writer based in 
Mumbai. His blog is at middlestage.blogspot.com 


Now that you’ve read this issue, why not share it with your friends? 


Get your issue by email each month. To subscribe, go to 
http://pragati.nationalinterest.in 
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Pragati - The Indian National Interest 
Review comes to you from an independent 
community of individuals committed to increas- 
ing public awareness and education on strategic 
affairs, economic policy and governance. 


The themes we care about dearly: economic 
freedom, realism in international relations, an 
open society, a culture of tolerance and an em- 
phasis on good governance. 
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